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INTERIM REPORT AS OF MARCH 31, 2003

Changes to Continental’s Executive Board | From the
beginning of this year, Manfred Wennemer, Chairman of
the Executive Board, has been temporarily in charge of
Human Resources and acting Director of Labor Relations.
He will hand over these functions to Thomas Sattelberger,
who will take up his duties on July 1, 2003.

On February 1, 2003, Martien de Louw took over as head
of Passenger Tires which, up to then, had been Manfred
Wennemer’s responsibility. Martien de Louw will initially
manage the division from Charlotte, North Carolina, USA.
Prior to joining Continental, he was Director of Product
Development at DAF Trucks.

Official Partner of the 2006 FIFA World Cup™ | Since
January 2003 we have been a partner of the 2006 world
cup football tournament in Germany. Our involvement in
this sporting event will help us noticeably strengthen and
expand consumer awareness of Continental on a world-
wide scale.)

Cooperations | In February 2003 we signed an agreement
to establish a cooperative venture with Malaysian conglom-
erate Sime Darby. The aim of the joint venture is to enlarge
our tire production and distribution base in Asia, which will
in turn help us increase our market share in the ASEAN
region and Australia.

In March, ContiTech Air Spring Systems concluded an
agreement with the Korean supplier of equipment for com-
mercial vehicles, Dae Won Kang Up, covering the founda-
tion of a joint venture called ContiTech Dae Won Airspring
Systems. This new company, in which ContiTech holds a
majority interest of 51%, will enable us to reinforce our
market position for commercial vehicle air springs in the
Asian countries. Production is scheduled to commence in
the first quarter of 2004.

Interim R

Continental Corporation

Earnings Significantly Outperform; Last Year Indebted-
ness Reduced | At € 2,822 million, consolidated sales for
the first quarter of 2003 rose 3.2% from € 2,734 million
last year. After adjustment for exchange rate effects, sales
were up 9.7%. The consolidated operating result or EBITA
(EBIT before regular goodwill amortization) jumped 24.3%
from € 148 million to € 183 million. The return on sales
amounted to 6.5% against 5.4 % for the same period last
year. Consolidated net income after taxes advanced 28.5%
from € 68 million to € 87 million, and earnings per share
from €0.53 to € 0.67. There was no pro forma effect on per-
share earnings resulting from the adoption of FAS 148/123
(stock option plans).

Owing to the positive development in earnings and the sea-
sonal increase in working capital compared with the end of
2002, free cash flow at March 31, 2003 amounted to € - 146
million, as against last year’s € -93 million. Adjusted for

positive exchange rate effects in the amount of € 49 million,
net indebtedness was € 97 million higher than at the end of
2002. Compared with March 31, 2002, however, net indebt-
edness was down € 684 million to € 1,996 million. This gives
a gearing ratio of 113%, in contrast with 161 % last year.

Effective indebtedness, including the sale of accounts receiv-
able, was about € 20 million below December 31, 2002.

Changes in the Scope of Consolidation | Since the begin-
ning of this year, our Mexican company, Continental Tire de
Mexico, which previously had been fully consolidated into
the Passenger Tires division, has been assigned to the rele-
vant product groups of Passenger Tires and Commercial
Vehicle Tires. The same applies to Continental Tyre South
Africa, our South African company formerly fully consoli-
dated into the Commercial Vehicle Tires division.

Continental Automotive Systems

Strong Gains in Sales and Earnings | The Continental
Automotive Systems division increased its sales during
the first quarter of 2003 by 7.4% from € 1,113 million to
€1,195 million. Adjusted for currency effects, sales were
15.0% higher.

This positive development in sales is attributable to volume
gains in all areas of the division’s business, with the highest
growth being achieved by the Hydraulic Brake Systems and




Electronics units. Volumes declined slightly in North Amer-
ica, but were higher in Europe.

Continental Automotive Systems reported a marked im-
provement in its operating result (EBITA) from € 50 million
to € 82 million. The return on sales amounted to 6.9%,
compared with 4.5% last year.

Passenger Tires

Good Business in Europe More Than Offsets Losses in
the NAFTA Region | At € 900 million, sales of the Passenger
Tires division were up 3.3% from last year’s figure of € 871
million. Before changes in the scope of consolidation due to
the companies in Mexico and South Africa, and adjusted for
exchange rate effects, sales rose 9.1%.

In Europe, we achieved sharp growth in volumes sold to
vehicle manufacturers and the replacement sector. In the
NAFTA region, business with the automobile industry
improved, while volumes in the replacement markets failed
to reach last year’s levels. Losses in the NAFTA region were
more than offset by the encouraging business in Europe.
Although earnings were impacted by higher prices for mate-
rials and additional social welfare costs in the USA, they
were also positively influenced by the consolidation changes
totaling € 7 million.

The Passenger Tires division increased its operating result
(EBITA) to €57 million from € 48 million for the same peri-
od last year. This brings the return on sales up from 5.5%
to 6.3 %.

Commercial Vehicle Tires

Consolidation Changes Weaken Sales and Earnings |
Sales of the Commercial Vehicle Tires division were down
7.5% on the year before from € 306 million to € 283 mil-
lion. However, before changes in the scope of consolidation
of the companies in Mexico and South Africa, and after
adjustment for exchange rate effects, sales were up 3.4%.

The division reported increased sales volumes and bigger
market shares in the European original equipment and
replacement markets. In the NAFTA region, volumes to

the automobile industry improved, while the replacement
business fell short of last year’s performance. The higher
material prices and additional social welfare costs in the
USA had a negative effect on earnings. In addition, earnings
were pressed down further by the € 7 million in consoli-

dation changes.

N

The Commercial Vehicle Tires division reported an operat-
ing result (EBITA) of € 11 million, compared with € 17 mil-
lion last year. The return on sales declined from 5.4% to
3.9%.

ContiTech

Sales and Earnings Up | The ContiTech division’s first-
quarter sales increased 2.4% from € 449 million to € 459
million. Adjusted for exchange rate effects, they were 4.2%
higher. With the exception of Conveyor Belt Systems and
Elastomer Coatings, all units contributed to this increase,
with the largest growth being reported by the Power Trans-
mission and Air Spring Systems businesses.

Earnings rose not only because of bigger sales volumes but
also as a result of the measures initiated last year to im-
prove efficiency.

ContiTech increased its operating result (EBITA) from € 37
million to € 41 million, thus generating a return on sales of
8.9% compared with 8.3% for the same period last year.

Larger Work Force | At the end of the first quarter of
2003, there were 1,131 more employees working for the
Corporation than at the end of 2002. This increase to a
total of 65,510 was largely attributable to the expansion of
production capacities within the Continental Automotive
Systems division.

Outlook | We are expecting 2003 to see declines in auto-
mobile production in Europe and North America. However,
since only about 60% of our business is tied to the automo-
bile industry, we are anticipating that the full-year operat-
ing result will reach last year’s level and that the gearing
ratio will be reduced to 100%.




CONSOLIDATED STATEMENTS OF CASH FLOW
JANUARY 1 TO MARCH 31

in millions of € 2003 2002 2001
Net income after taxes T 87 68 42
Minority interests/Cumulative change in accounting principle L 3 1 1
Depreciation and amortization of fixed assets and investments ' 145 149 153
iIncome/expenses with no effect on funds 8 6 - 4
Net cash flow . -0 Lo T 243 - - 224 192
Changes in working capital - 259 - 101 - 357
Effects from the sale of accounts receivable .- 109 - 180 - 182
Changes in other assets and liabilities R 23 87 - 14
Net cash used for/provided by operating activities =~ =0 .- 0 - 32 . 30 - 361,
Financial investments -1 - B - 14
Capital expenditures - 124 - 123 - 135
Proceeds on disposal 1 S} 17
Cash used for investing activities: - ; Cio et T -114 ‘<123 : . =132
Free cash flow = . 7UTmoollTp ot o TR -146°. . . -93 . . .483
Dividends paid - - -
Changes in shareholders’ equity * - 30 -
Effects of exchange rate changes ) 49 - 15 - 55
Change in net indebtedness .-~ . - oo 0 -97 - .78 - - 548

* Contains the sale of treasury stock as well as the issuance of employee shares

CONSOLIDATED BALANCE SHEETS

in millions of € March 31, 2003 March 31, 2002 March 31, 2001
Intangible assets . .1,560 1,685 1,471
Property, plant and equipment S 2,760 3,023 2,850
Investments ) N 146 154 128
Inventories ' 1,171 1,288 1,310
Accounts receivable 1,436 1,553 1,461
Cash, cash equivalents and marketable securities 419 521 238
Other assets : 1,050 1,225 825
“Totalassets .7 L T s et e 8,542 ... .. . 9,449 .- .8,283
Shareholders’ equity i 1,764 1,667 1,931
Provisions for pensions 1,189 1,216 1,109
Other provisions 1,188 1,11 719
iIndebtedness . 2,414 3,201 2,804
Other liabilities 1,987 2,254 1,720
‘Netindebtedness .~ . . "0 i e e T 1,996 . 2,680 . 2,566
Gearing ratioin % r - . o o Lo UEERT 130 181 133
Sale of accounts receivable” . 401 438 347

* Including contingent liabilities on notes
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CONSOLIDATED STATEMENTS OF INCOME

JANUARY 1 TO MARCH 31

in millions of € 2003 2002 2001
.Sales. .. O 2,8221 .5 . . .2734 2,578
Cost of sales - 2,494 -2,437 - 2,298
Depreciation and amortization - 145 - 149 - 153
‘EBITA - o S 183 148 127!
Goodwiil amortization - - - 21
Net interest expense - 32 - 37 - 37
'Net income before taxes . 1517 111 T .69
Tax expense - 61 - 42 - 26
Minority interests - 3 - 1 4
Cumulative change in accounting principle - ~ - 5
"Net income after taxes« 7 s 87 . . 68 42
Earnings per share in € 0.67 0.58 0.33

SALES/EBITA

JANUARY 1 TO MARCH 31

in millions of € 2003 2002 2001

Continental Automotive Systems

Sales 1,185 1,113 879

EBITA 82 50 44
as % of sales 6.9 4.5 5.0

Passenger Tires

Sales 900 871 890

EBITA 57 48 23
as % of sates 6.3 55 2.6

Commercial Vehicle Tires

Sales 283 306 311

EBITA 11 17 8
as % of sales 3.8 5.4 2.6

ContiTech

Sales 459 449 477

EBITA 41 37 46
as % of sales 8.9 8.3 9.6

Holding/Consolidation

Sales -15 -5 21

EBITA - 8 -4 6

Corporation

Sales 2,822 2,734 2,578

EBITA 183 148 127
as % of sales 6.5 5.4 4.9
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FINANCIAL CALENDAR

2003

Financials press conference April 8
Analyst conference April 8
Interim report as of March 31, 2003 May 5
Annual Shareholders’ Meeting May 23
Interim report as of June 30, 2003 July 31
Interim report as of September 30, 2003 October 29
2004

Financials press conference March
Analyst conference March
Interim report as of March 31, 2004 April
Annual Shareholders’ Meeting May 14
Interim report as of June 30, 2004 July
Interim report as of September 30, 2004 October

Continental Aktiengesellschaft | P.O. Box 169 | 30001 Hanover | Germany

Company address | Vahrenwalder Strasse 9 | 30165 Hanover | Germany | www.conti-online.com

Corporate Communications | Phone +49 (0) 511 938-11 46 | Fax +49 (0) 511 938-1055 | prkonzern@conti.de
Investor Relations | Phone +49 (0) 511 938-17 06 | Fax +49 (0) 511 938-1943 | ir@conti.de
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